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CONFIDENTIAL 1 ' 


Is CXA‘ 8 operational, sufbetantive, and aSslait^wtive planning 
adequate to meet the requirements of sound program car 'performance" 
b a i gs tiBg? Indicate major deficiencies. 


a. Is such planning sufficiently definitive that it can he 
utilised for budget purposes? 


b. Sow is such planning to utilised for budget purposes? 

e. Is the adequacy of such planning for budget purposes 
subject to continuing and critical review within CIA? 

4. What is the mechanism for correcting deficiencies in 
the foregoing planning? Is it adequate? 

She CIA p erfo r man ce budget ms initiated in connection with the 
preparation of the Congressional Budget far the fiscal year 195^. Con- 
siderable time and effort were taken to develop the information on the 
basis of the Agency's operational, substantive, and administrative 
planning which could be used to establish workable classifications . 
fids initi al effort was directed toward the major over-all missions of 
Agency. When these missions, particularly those in political and 
psychological warfare and In cold war operations, were further divided 
it was done an short notice and further consideration should be given 
those suh-cXass iflcatlons in order to make them more meaningful and 
useable . 


a. Berne of the long tarn planning la sufficiently definitive that 
it can be utilised for budget purposes. On the other hand, in connection 
with other types of operations, it was not very precise. In some types 
of activities it is very dear that the Agency will be carrying out those 
particular activities 5 or 15 years from now without question. Other 
Itssm which axe planned may be amended and aphasia changed several times 
before the final operating details are developed and the operations are 
initiated. Huts, the coordination of long term planning into the budget 
process has to be approached with a view that maximum use will be made of 
the plana as they are prepared end as they stand at the time the budget 
Is developed. Variations, however, in the execution of the budget have 
to be aspected as a matter of operating necessity, She question is not 
so much Is such pi arming sufficiently definitive that it can be used 
for budget purposes?" but rather "Whether all planning, regardless of 
how definitive it is, is used in budget formulation?" The answer to the 
latter question is that, to the maxima extent possible, such planning 
la used in the budget formulation process. 


Approved For Release 2002/1 





Approved For Release 2002/01/29 


05551A0001 00050004-7 



fc. During the early stages of the formulation of the budget there 
discussions with the various key officers in the Agency to discuss 
toe general over-all outlook, This is particularly true in toe ED/p 
Area where discussions are held with representatives of toe ELauning 
and Program Coordination Staff as well as with toe X»/P Admin Group, 
xhe first step in planning 1® (l) To establish long term, objectives 
and (2) To select those objectives which the Agency can reasonably be 
expected to achieve* These activities are then converted into budgets 
by determining how much effort will be expended during year to 
achieve toe specific objective planned and to present proposed budget 
estimates based upon that planned level of operations , Due to the 
character of the activities it is not possible to precisely determine 
at the time toe budget is prepared how much effort will be assigned to 
«aeh of the objectives regardless of the definitiveness of the planning. 
mis is due in part to the fact that local conditions in the countries 
concerned change from time to time. The success or failure of current 
operations also affect the possible value of carrying out planned 
activities . 


c. The adequacy of long term planning Is subject to conti nuing 
and critical review within thcfftanning and Program Coordination Staff 
as well as within the Psychological and Paramilitary Staff and FI staff 
of to© SD/P Area, The preparation of to© budget in effect is lifting 
out the plane as they stand at the time of the preparation of the budget 
and utilising them in toe formulation of toe budget. It is known that 
there is considerable effort expended on reviewing these pi^Ty* on a 
c ontinu in g basis. Whether such review is sufficiently critical to obtain 
the maxironrt value from them is not know* After plant * are c onv erted into 
toe budget for a specific year, a great deal of effort is expend®! in 
reviewing toe document to assure its soundness. In some ar eas in 
some programs the impression is obtained that the operational review in 
to© DD/F Area was thorough competent and therefore adequate. In other 
instances it is felt that the review is cursory, limit ed and inadequate. 

the other hand# these are iBgaressions and they vary from time to time 
with specific proposals. Basically, it is believed that toe reviews are 
iaproviag and discussions with various operating officers as well as staff 
officers in the ED/P Area has strengthened this belief. However, due to 
aspects of the Agency it is not possible for any one location 
within CIA to state categorically whether its review i® sufficiently 
critical to meet adequately the budgetary requirements of toe Agency. It 
is toe distinct impression, however, that in most oases the review is 
fairly complete, fairly critical and that such reviews are improving in 
all areas. 
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in eeasectiesi with toe developaeai of t he budget 
toe fiscal year 1955 while others became acre apparent while the 1955 


budget ms beings prepared. ifcre thorough consideration was given to many 
«f the problems with which the Agency vw confronted in presenting its 
operations go. a program or mission basis during the preparation of the 
bu&8#t for toe fiscal yau* 1955* These problems primarily involved 
{1} classification of operations below the major classes initially 
established; (2) basic weaknesses in distribution of indirect costs. On 
to* other hand, it was obvious that much closer coordination was being 
developed in toe utilisation of long tom planning particularly in the 
Wff Area. These problems were not as important or as critical in the 
m/I Area where the basic missions were more firmly established. These 
ipneral problems are such tost they cannot be categorically and easily 
evaluated and in away instances toe inadequacies are recognised in dealing 
with relatively minor and simple prohXssss where, in toe review of toe major 
and over -all problems, they are not obvious nor in awry instances recognizable. 
Effort is being i^ven and will oentimse to be made to resolve such problems as 
they appear. It is believed that there is a fairly satisfactory coordination 
between long range pl an nin g and budget formulation and presentation. There will 
ootttimic to be a number of difficult problems to be resolved in connection with 
cash stage of toe budget; formulation. 
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«sgs8S»l4 cm m d awcbaaisaoB it is modi more difficult. A regula 
afffeiwyi gjf wdrtwg these conversions has not adequately develop 
par fcietiXaariy in the H)/P Area Where vary ecc^ilex adjustments auet 
gscegoarl ly he node " beca u s e of the wasy separate and distinct ope: 
Involving a lar@3 masher of overseas situations, covert operation 
aafcalde ars»nixatlans are involved. 
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2 ‘ Ib CIA ' b system, including budget planning, adequately 

reviewed and appraised within CIA in terms of the -Agency’s responsibilities? 

She CIA budget procedure (described in Betice provides for 

swveral review stag ; -3 of the b u dg e t material developed and presented by 
the various components. The stages of review are those in connection with 
the Sreliaiaaasy estimates spbeitted by the various components to aid in 
develnping the agency's overall program, the final estimates that are sub- 
mitted to the Bureau of the Budget for inclusion in the President’s Budget 
as operating budget *hich is prepared by the components 

as a request for ftnad all oc a t ion to cover currant program operations after 
the appropriation has been approved. 

ff? 1 ** option to providing the basic review and 

a3jK> providea ** opportunity for a critical 
«aslysis of the budget system itself. When these reviews are conducted, 
svisuanee is found as to whether or not the budget procedures and methods 
provide a means for developing adequate data. Botes are '***<' concerning 
the points of weakness and the procedures are revised accordingly. 

*w to regularly prescribed reviews, questions arise 

the operating year that have a bearing on the budget process. 
These points; are incorporated in the next issuance of the budget procedure 
sad when necessary amendment s are prepared between regular Issuances, 
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8* Within CIA, l* there critical and knowledgeable analysis and 
ravlew of our budget estimates or are wo "blind defenders" of our 
estimates? 

n t m obtaining adequate budgeting information from 

components, field Installations, and projects? 

bm What are the obstacles to building up background data to 
provide s bandars for assessing requests for personnel, etc*? 


frfr,. jhpajhbwdget requests adequately supported by an authoritative 
base, e«g„* ^30-directed programs, HDCID's? 

Sie present budget procedure is based on the critical analysis theory 
rather than the s blind defenders" approach* the first step in the budget 
process is the preparation of the preliminary estimates. These estimates 
are prepared by the various components of the Agency with the understanding 
that each component will Include and Justify the programs that it reels 
absolutely essential. On th® basis of these estimates, the Director develops 
the over-all Agency program and cost. These are used in discussion sjrtth 
taw Director of the Bureau of the Budget for the purpose of establishing a 
budget ceiling for the Agency. Once the ceiling is established, the 
preliminary estimates then become the basis for -carings in which me ncaa 
of e&eh component Justifies his preliminary estimate. After the hearings 
art completed, discretions with the Offiee of the DD/I, and with the 
Office of the DD/P Admin, recommendations are made by the Comptroller to 
the Director as to how the Agency budget ceiling may ire allocated to achieve 
the most favorable results. These recommendations for budgetary allocations 
are the result of the critical analyses made of the preliminary estimates* 

Ihe next step is the preparation and subsdTssie& of the final Agency estimates. 
At this stags, each component prepares a detailed Justification of the 
allccations made by the Director, these Justifications are thoroughly 
reviewed by the Budget Division to determine adequacy of the material and 
to detech unjustifiable items. If the Justifications are found to be 
Wholly inadequate, adjustments in the budget or budgetary allowances are 
made before the budget is submitted to th® Bureau of the Budget for its 
review and approval* 


fcie third reviser of a component's program comes at the operating budget 
stage* The operating budget Is prepared prior to the beginning of th* fiscal 
year if possible, after the appropriation has been made available and 
reflects the current program outlook and budgetary requirements of each 
. BBpaag fc. a very critical review is required at ihe operating budget stage 
la order to secure complete Justification of the operating programs and to 
fora a firm basis caa which operating allowances of the appropriation can be 
made. 

mien making allotments following the approval of operating allowances, 
th* Budget Division makes every attempt to establish within each component an 
operating reserve to provide for such program changes as may arise during 
ihe year* During the entire period of operations an analysis is made of 
fund utilisation and adjustments are effected as required* 
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a* Ih# sammt of Information received on which ton base the 
cribioai analysis varies by area. At preeent lata information is 
reoeived concerning the uavouchered activities than the vouchered, This 
situation is constantly improving and mors information is being mads 
available as budgeting is becoming more widely accepted thrcu$iout the 
Agency as a management tool of planning and control » In many instances 
inadequate information is obtained* based in moet instances on the sensitivity 
of the operation and the application of the "need to know* 1 principle. 

One of the best means for evaluating budget programs is work 
measurement. This device Is being developed in all xenrss possible and many 
of the office submit there budget justifications on a workload basis* 

However, there are still many activities not subject to workload analysis. 

In taxes# cases, the Budget Division in col liberation with the components 
is endeavoring to develop some other standard of measurement, 

C* As far as is known, all of the budget requests are for activities 
that are either specifically directed or implied by directive, For example, 
the program activities of the Agency are prescribed by the HSC*s* HSCID*s, 
etc,, without specifically stating what the administrative support should 
be. However, it is a well known faot that certain housekeeping and .upport 
activities must be available to facilitate the carrying out of program 
activities* 
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4. After available funds are determined, how are adjustments In 
tbs budget made? 

a* Who apportions available fVmde? 

b # 7?ho determines what activities are curtailed or eliminated? 

Jhe budget request submitted to the Congress is naturally baaed on 
early planning. That la, the budget submission covers a program outlook 
from mix to eighteen months away. During the budget adoption process, two 
things may happen* (1) The Congress may appropriate an amount different 
from the request, (2) the program outlook plans may change* Tb facilitate 
making adjustments in the budget plans, the budget probe dure provides the 
operating budget mechanism explained in the answer to question three* 

a. The funds made available to the Agency are not appor tione d 
in the normal use of the term in normal government operations. However, 
the total funds available for operations are allocated to the various 
components as Indicated in answer three, thus providing a means sf control 
to assure that obligations do not exceed the funds made available, 

b. Based on the recommend' tions by the heads of offices ( *.&•* 
first level below major components including area divisions} , review and 
concurrence by the head of the major components and their staffs, and 
various budget reviews and re cosrion&e t 1 one , the Director establishes 
operating limitations In terms of people and money. He establishes over-all 
operating policies* The head pf each component has the authority to adjust 
many of the activities under his jurisdiction in order to stay within 
perso nne l and fund limitations# However, there are many activities that 

only be changed through p HC action. 
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5* What is the allotment procedure for making funds available for 
obligation? By when and upon ■what authority are allotments made? 

The first step in the allotment procedure is the submission and review 
of the operating budget as previously described. After the allocations 
have been approved by the Director, allotments are made in. accordance with 
the procedure as outlined in Regulation 0HI The handling of allotments 
is the same for the Office of the Director, Office of Training, 

Office of Personnel, Office of Ocamnaii cations and the DD/A and DD/l areas, 
tinder this procedure, the analysts in the Budget Division review with the 
budget representative of the Agency components the proposed activities 
in light of current operations and arrive at an amount to he included 
in an annual allotment. These are reviewed In mny cases with the 
Executive Office or the head of the major component and the Chief or 
Assistant Chief of the Budget Division. Allotments are determined in such 
a manner as to provide an operating reserve for each component* The Chief 
of the Budget Division approves all original allotments and revisions and 
notifies the office concerned by means of form. So. 32-5 ( copy attached). 

The procedure for the DD/p area, which is outlined in the following 
paragraph, la different* The allocation is made available to the W/P 
area* the DD/P Admin then breaks down this annual allocation and notifies 
each staff and area division of itS 'al.locaticn within the total. These 
figures are furnished the Budget Division and serve as the over-all limi- 
tations against which this Office issues alloizienta during the year. 

Approvals by the DCI are used as the basis for determining maxima amounts 
which can be allotted to individual operations within this limitation. 

Prior to the ueginning of each quai-ter, eaoh Staff and Area Division 
presents the Budget Division with a request for allotments on ft form 
prescribed for that purpose (copy attached). This request is broken down 
by individual allotment account both vouchered and unvouchered. Fihen 
received, these are distributed to the appropriate Budget Analyst who 
reviews theta with the following items in views 

a. Sufficiency of the office allowance} 

b. Written evidence in the files of approval by proper authority} 

o. Existence of an approved Administrative ?lan for subsidy 

or proprietary projects} 

d. Consistency with past performance, taking Into consideration 

any unusual circumstances which may be justified. 

If these tests are met, the Analyst prepares an allotment advice, 

Pom Ho. 32-5, which is then signed by the Chief, Budget Branch, 

All projects Rnd station support accounts are allotted 25X1 C 

individually^shoreaa ?I operational allotments are made in Imp sum by 
countries except subsidy and proprietary and a few large project s req uested 

by th e Staffs and Area Divisions to be allotted separately. All 

proprietary projects are allotted individually as required by the 
provisions of 9*4 of the Confidential Fluids Regulations. 
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1h* method of allotting FI operational funds Is provide^^i 
memorandum of agreement dated 20 August 1953, signed by Chief , 

FI, and £, R, Saunders, Comptroller, copy attached. 

Although allotments are generally made on a quarterly basis, interim 
requests for adjustments are considered from time to time and allotments 
frequently made as needed. 
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I ALLOTMENT TITLE 

ADVICE OF ALLOTMENT AUTHORIZATION I 


FROM: Budget Division 


Previous Total 
Increase 

Current Qtr. _ 

Subsequent Qtr. 

Decrease 

Current Qtr. _ 

Subsequent Qtr. 

New Total [ 
QUARTERLY DISTRIBUTION 

1 Jul - 30 Sep • 

1 Oct - 31 Bee 

1 Jan - 31 Mar 

1 Apr - 30 Jun 

Remarks: 


01 

PERSONAL SERVICES 

0 2-09 

ALL OTHER 











. 



VOUCH ERED 
UN VOUCH ERED 


ALLOTMENT SYMBOL 

APPROPRIATION 
ADVICE NO. 

FISCAL YEAR 


00 

UNDISTRIBUTED 


total 
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The allottee Is responsible for the admlnl atratlon of this allotment under the provision of CIA 
Regulation an excerpt from this regulation la given on the reverse side. 


signature ... - 
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